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Mem her Bank Earnings, First Half of 1959
GROSS OPERATING EARNINGS of all mem-
ber banks were $335 million higher in the
first half of 1959 than in the first half of
1958. The rise was largely offset by an
increase in operating expenses, and net cur-
rent earnings before income taxes were $111
million higher.
1 A loss from nonoperating
transactions reduced net profits after taxes
to $597 million, $231 million less than in
the corresponding period of 1958 when
member banks reported a gain from such
transactions.
On an annual basis, the ratio of net
profits to average total capital accounts de-
clined to 7.6 per cent from 11.2 in the first
half of 1958. Cash dividends amounted to
$325 million, $18 million more than in the
first half of 1958 when a greater proportion
of the larger net profits was retained in
capital accounts.
NOTE.—This article was prepared by Theodore A.
Veenstra, Jr., of the Board's Division of Bank
Operations.
1 Net current earnings are gross current operating
earnings less gross current operating expenses, before
adjustments for losses, profits on sales of securities,
recoveries, and transfers to and from valuation
reserves, and before taxes on net income.
EARNINGS
Earnings on loans and on U. S. Government
securities were $216 million and $69 mil-
lion, respectively, above the totals for the
first half of 1958, reflecting larger average
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1 Includes recoveries credited either to undivided profits or to
valuation reserves.
2 Includes losses charged either to undivided profits or to valuation
reserves.
3 This is the net of transfers from undivided profits to valuation
reserves and vice versa, and of losses charged and recoveries credited
to valuation reserves.
4 Includes interest on capital notes and debentures.
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holdings and higher average rates of return
on both types of assets. Earnings on other
securities were $17 million larger than in
the first half of 1958 as a result of an in-
crease of $1.4 billion in average holdings.
The average rate of return on loans held
by member banks increased from 5.31 in
the first half of 1958 to 5.48 per cent, and
average holdings increased $5.5 billion.
Average yields on U. S. Government securi-
ties increased from 2.56 to 2.69 per cent
and average holdings were $2.8 billion
larger. Average yields on other securities
declined from 2.64 to 2.62 per cent.
EXPENSES
All types of member bank expenses rose
in the first half of 1959, and gross operating
expenses before taxes on net income totaled
$2,463 million, 10 per cent more than in
the first half of 1958. Salaries and wages
continued to be the major expense item,
accounting for about 40 per cent of the
total, and interest paid on time deposits
accounted for 25 per cent of the total. The
average level of time deposits was $4.6 bil-
lion higher than a year earlier, and the aver-
age rate of interest paid had risen from 2.22
to 2.28 per cent. Interest payments on time
deposits have increased sharply in recent
years and in the first half of 1959 amounted
to more than twice the total paid in the first
half of 1956.
PROFITS, RECOVERIES, LOSSES, AND
TRANSFERS TO VALUATION RESERVES
Nonoperating transactions reduced net
profits in the first half of 1959 by $379 mil-
lion. Transactions in securities accounted
for $301 million of the reduction, loans for
$63 million, and all other assets for $15
million. The position this year contrasts
with that in the first half of 1958, when an
addition of $357 million from transactions
in securities was only partly offset by de-
ductions of $88 million from transactions
in loans and $24 million in all other assets.
Nonoperating transactions have added to
net profits in only three postwar years—
1946, 1954, and 1958.
The combined total of valuation reserves
on loans and securities declined in the first
six months of 1959 for the first time since
reporting of these reserves began in 1948.
Valuation reserves on securities declined
$94 million and those on loans increased
$54 million.
INCOME TAXES
Profits before income taxes were $1,008
million, one-third less than in the first half
of 1958. This decline was partly offset by
a reduction of $281 million in taxes on net
income.
CASH DIVIDENDS
Member banks distributed 54 per cent of
net profits after taxes as dividends in the
first half of 1959 compared with 37 per cent
in the corresponding period last year. Divi-
dends represented an annual yield of about
4.2 per cent on average total capital
accounts, compared with 4.1 per cent last
year.
Details of earnings and expenses for the
first half of 1959 and for each half of
1958 are shown on page 1320 of this
BULLETIN.
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